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New England Cities 


New Britain, Conn. 


N.E. Member Bank Loans Jump 9.8 Per Cent 
In First Three Quarters of 1947 


INCE the beginning of the third quarter of this 

vear the rapid expansion of bank credit has 
been resumed in all Federal Reserve districts. New 
England member banks have made significant addi- 
tions to their loan portfolios, and total loans in 
the region amounted to about $1,528 million at the 
end of the quarter. Commercial loans are largely 
responsible for the recent increases. In addition, 
total consumer credit and real estate loans rose 
rather steadily, continuing the increases of earlier 
periods. Further expansion in bank lending may 
tend to aggravate future adjustments which must be 
made within the econ- 


banks since the beginning of the postwar period. 
The principal cause of the variation in the growth 
of total loans, however, has been the difference 
in the rates of increases of commercial loans. 

The expansion of total loans at member banks 
throughout the country as a whole since the end of 
the war has been relatively much greater than it 
has been in New England and other eastern dis- 
tricts. The increases in loans in the southern, 
southwestern, and western districts have been most 
significant.’ The intensified demand for credit in 
the interior districts reflects in part the aggressive 





omy if the general in- 
flationary movement is 
to be controlled. 
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Total loans at all New 
England member banks 
increased from $1,392 
million to $1,528 mil- 
lion between the year- 
end 1946 and October 
1947, an increase of 9.8 
per cent. The percent- 
age rate of expansion of 
loans at First District 
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CUMULATIVE CHANGES IN LOANS 


°° REPORTING DISTRICT MEMBER BANKS 
December 31,1946 to date. 


commercial expansion 
and industrialization of 
those areas to which an 
added impetus was given 
by war. The relatively 
less rapid expansion 
throughout New Eng- 
land, on the other hand, 
during the postwar pe- 
riod is explained to a 
considerable extent by 
the maturity of its in- 
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dustrial and trade struc- 
ture. Within the past 
quarter the interior dis- 








member banks outside the city of Boston has been 
significantly more rapid than at member banks in 
Boston during all periods since the end of the war 
with the exception of the past quarter. Since the 
beginning of 1947 the outside banks have increased 
their loans 18 per cent, compared with an increase 
of 1.5 per cent at banks in Boston. During the last 
quarter, however, Boston banks reported increases 
of 6.3 per cent against an increase of 5.2 per cent 
at banks outside the city, but this reflects the re- 
covery from a decline which occurred during the 
first half year in commercial loans at Boston banks 
in contrast to a continued rise in all loans at banks 
outside. Declines in loans on securities evidently 
have been an import int factor in the relatively 
slower rate of increase in total loans of Boston 


tricts showed further 
rapid increases in loans, particularly in those 
which were granted to commerce and industry. 


The basic upward revision of short-term Treasury 
rates undertaken in July by the Treasury and the 
Federal Reserve Open Market Committee has been 
felt in all loan markets and caused some reaction 
in New England, particularly at banks in the dis- 
trict’s weekly reporting cities. Raising of short- 
term rates was designed to place some restraint on 
monetary expansion by discouraging the sale of 
short-term Government securities by banks and 
others to the Reserve banks. The policy, however, 
has not prevented banks from sharply increasing 
their loans. Commercial banks in New England, 








as elsewhere, met the loan demand during the 
recent quarter in part by reducing their holdings of 
short-term Government securities to secure addi- 
tional reserves and by recall of some funds from 
correspondents. Net sales of certificates of indebted- 
ness and bills were absorbed by the Federal Reserve 
banks which bought them to maintain orderly con- 
ditions in the market. The demand for bank credit 
undoubtedly exercised a strong influence on the 
vields on short-term Government securities and the 
readjustments in interest rates in the open market 
probably would not have gone as far as they did 
had it not been for the fact that both bank loans 
and new corporate flotations were rising during 
the period. 

Official policy has been concerned with both 
long-term and short-term rates on Government 
securities. The October offering of a new non- 
marketable 18-year 2144 per cent bond by the 
Treasury at a time when large corporate issues 
were being floated undoubtedly forced an upward 
adjustment in corporate yields. As a result, the 
differentials in yields between long-term Gov- 
ernment bonds and high-grade corporate bonds 
were increased and some switching between issues 
occurred, with long-term Government securities 
in better supply. 

All member banks in the weekly reporting cities 
of Boston, Providence, New Haven, Hartford, 
Springfield, and Worcester between June 25 and 
October 29, 1947, reported an aggregate net in- 
crease in total loans of $103 million and a corre- 
sponding decrease in holdings of Government se- 
curities of $82 million. All other member banks 
in the district outside these cities reported an 
aggregate net increase of $39 million in total loans 
and (contrary to the banks in the reporting cities) 
an aggregate net increase of almost $3 million in 
Government securities. The ability of the banks 
outside to expand loans and increase security 
holdings was made possible by relatively easier 
reserve positions established in part by with- 
drawal of funds from city correspondents. The 
banks in the outside areas in Massachusetts, Maine, 
and New Hampshire showed the greatest aggregate 
net increases in loans and, except in the case of 
Maine, also reported aggregate net increases in 
Government securities. A few banks in each state 
in the district reported no changes in either loans 
or Government securities held. Aggregate changes 
which occurred at banks in Connecticut and 
Vermont were relatively small and not significant. 


Aside from seasonal influences and increased 
business costs, the expansion in commercial loans, 
may be attributed to several factors. Among these, 
resumption of inventory expansion after a slack- 
ening during the first half of the year, borrowing 
by finance and small loan companies, increased 
receivables financing, and expansion of plant and 
facilities by utilities and durable goods industries 
are the most important. Expansion of inventory 
financing has undoubtedly been accelerated be- 
cause of rising prices. The general increase in 
prices and. wages and the advance in volume of 
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business have brought to the banks new _ bor- 
rowers who had been financing operations out of 
ho:dings of liquid assets. The relatively more 
rapid rate of expansion of commercial loans at 
banks outside Boston may reflect a shift in the 
incidence of inventory financing from larger cen- 
ters to smaller communities and an increase in 
participation loans with city correspondents. 


The rate of growth in real estate loans lagged 
slightly during the early part of 1947 at both 
Boston and outside banks following an unexpected 
slowing of new construction and a leveling off in 
real estate prices. In the third quarter, however, 
there was a marked increase in construction 
activity of all kinds. In some key areas in the 
district construction starts have run ahead of the 
January-September period last year. 

All other loans, which include principally 
advances of credit to consumers, have increased 
less rapidly at both Boston and outside banks than 
during the previous year. The rise for the year to 
date, however, has been fairly steady. The vol- 
ume of consumer loans at commercial banks during 
the first quarter showed relatively little change in 
the district’s principal cities. The behavior of 
these loans was probably due to a leveling off in 
the output of durable goods during the first half 
of the year. Most of the expansion of consumer 
instalment credit during the year, dollarwise, par- 
ticularly during the third quarter, has been in 
loans to finance purchases of automobiles, personal 
instalment cash loans, and in repair and modern- 
ization loans. 


During the. third quarter First District member 
banks showed a further decline in total investments. 
The decline resulted principally from a decrease in 
the holdings of Treasury bills and certificates by 
banks in the reporting cities. Holdings of Treas- 
ury bonds rose slightly on an over-all basis and 
were largely influenced by aggregate net additions 
to portfolio by banks in the areas outside the re- 
porting cities. Both groups of banks reported 
small increases in other investments. These in- 


creases are accounted for by additions to holdings 
of new and outstanding municipal and state bonds. 








The first three quarters of 1947 have witnessed 
a further decline in the proportion of security in- 


vestments to total loans and investments, thus 
continuing the trend toward reestablishment of the 
prewar importance of loans in portfolio compo- 
sition. Differences in the relative gains in the 
ratio of loans to assets at the banks in the district's 
metropolitan areas, compared with the banks out- 
side, have been heightened by the different de- 
grees of loan expansion and the differing effects of 
the Treasury's debt retirement program on the two 
groups of banks. At Boston member banks the 
proportion of investments to total loans and invest- 
ments between September 1946 and October 
1947 declined from 62.6 to 60.9 per cent and at 
banks outside from 79.3 to 71.8 per cent. 


A small expansion in demand deposits of in- 
dividuals occurred during the current year at both 
Boston and outside banks; an increase of 6.1 per 
cent was reported by banks in Boston and an in- 
crease of 1.7 per cent at banks outside. Boston 
member banks have reported small declines in 
these deposits since June. This factor undoubtedly 
reflects an increased demand for currency, shifts of 
funds to other areas, and Treasury debt retirements. 
The substantial expansion of bank credit, how- 
ever, has held these deposits at a high level, about 
$1,535 million in Boston and $1,975 million at 
banks outside. Deposit expansion has also been 
aided by additions to reserves arising from increases 
in monetary gold stock. The effects of gold inflows 
are felt first in the New York money market and 


E are pleased to report that the Vacation 
Business Index has completed its first summer. 
The usual difficulties attendant to a project of this 
kind were encountered. The sample was never 
quite balanced since the area response was gen- 
erally in direct proportion to the total dependence 
upon the vacation business in that area rather than 
the dollar amount of business done. A number of 
proprietors stopped reporting after one or two 
months. Some of these re-enlisted when shown 
the real benefits of a continuous index, both for spot 
checks and long-range development and planning. 
Despite the growing pains of its first season, 
however, the index has turned out to be a signal 
success. Widely reported in the press, its findings 
have been made known to an estimated 10,000,000 
persons, bringing them in closer touch with the 
problems of New England's vacation industry. 
Our immediate problem is to bring the Vacation 
Business Index through its first winter. It is es- 
timated that of the 9,799 lodging places catering 
to the vacation trade, less than 4,000 are open 
during the winter months. A considerable num- 
ber me ae depend upon the vacation business for 
less than 50 per cent of their annual income and, 





spread from there to areas throughout the country. 
Time deposits have expanded at a gradually 
diminished rate at all banks in this district dur- 
ing the year. United States deposits, which had 
been falling earlier in the year, turned upward in 
June at all First District banks and have continued 
to rise except when calls have been made upon the 
accounts. These deposits, however, are somewhat 
lower than they were at the beginning of the year. 

Debt retirement operations of the Treasury have 
also had some effect upon deposits and reserves. 
In contrast to the year 1946 when war loan de- 
posit accounts were extensively used for the purpose, 
the funds for debt retirement during 1947 have 
been obtained largely from a current Treasury cash 
surplus. The effect of the cash surplus as it arose 
reduced private deposits and bank reserves while 
Treasury balances at the Reserve banks increased. 

In reducing the public debt with these balances 
three general situations may occur, each of which 
has a different effect on the banking system. (1) If 
the Treasury surplus has been used for the redemp- 
tion of securities held by nonbank investors, de- 
posits have been returned to private accounts and 
to reserve balances of banks; (2) redemption of 
bank-held securities has extinguished an earning 
asset but returned an equal amount of reserves with 
which credit could be expanded. On the other 
hand, (3) retirement of securities held by the 
Federal Reserve banks does not return funds to the 
market but has the end result of reducing total 
demand deposits and bank reserves. To the extent 
that this latter method has been used, many banks 
have been under reserve pressure. 


therefore, are ineligible for participation according 
to the standards we have set. Through various 
agencies we have isolated a group of 700 estab- 
lishments that we believe fully qualified to rep- 
resent the winter vacation industry. They have 
already received an invitation to participate in the 
further development of the Vacation Business Index 
to include the winter sports business. 

A prime objective is to keep the operators and 
all development agencies informed as to the 
long-term trends in our vacation industry with an 
eye towards proper development and conservation 
of our great natural recreation resources. Until 
recently there has been very little thoughtful 
planning of our resort areas. This huge vacation 
business just grew — and a few spots show it. 

We are most encouraged by the response and 
letters from the operators. They have expressed 
their desire to have and to continue this Vacation 
Business Index. It has been designed to fit the 


information that they have readily available and 
to overcome some of the operational difficulties 
which are peculiar to the vacation business. Time 

and continued cooperation 
success of this undertaking. 


will determine the 








Slower Rate of Increase Characterizes 
Mutual Savings Bank Deposits 


eine deposits at New England mutual sav- 
ings banks continued to increase at a gradually 
diminishing rate during 1947. 
the 59 reporting banks in the First District on 
October 31, 1947, totaled over $2.5 billion, consti- 
tuting over 5] per cent of all mutual savings banks’ 


deposits in this district and representing a gain of 


3.6 per cent from a year ago but only 0.8 per cent 
above the total on June 30, 1947. “Net increases 
were recorded in all except three of the 59 banks 
during the calendar year to date. The average 
deposit balance per account at the end of October 
was $1,088, up about $25 from the average for 
October 31, 1946. The average balance per account 
declined during this period in reporting banks in 
Maine and New Hampshire. 

The net number of accounts on the banks’ books 
increased 1.1 per cent to 2,344,886 in the same 
period; declines occurred in 13 of the 59 reporting 
banks, more than half of which took place in the 
banks located in the city of Boston. 

Asset composition of the banks’ portfolios has 
shown only slight changes within the year to date. 
In October U. S. securities were still the principal 
earning asset and amounted to 66 per cent of the 
total, compared with 67 per cent in January. Real 
estate loans were 21 per cent, compared with 21, 
and other securities 12 per cent, compared with 11 
of asset totals in January. The total earning 
assets increased 2.9 per cent to $2.7 billion in the 
January-October period. 

Active construction in all classes of building 
was reflected in an increase in real estate loans 
in the reporting banks (standing at $583,656,000 
at the end of October), up 5.6 percent from January 
and 6.3 per cent from a year ago. Advances in costs 
of construction within the last year inflate the 
dollar gains in loans when considered in relation 
to construction activity. Increases of 63, 27, and 
10 per cent in these loans were reported by banks 


Deposit balances in - 


in Vermont, Maine, and New Hampshire, respec- 
tively, during the year ending October 1947. It 
should be noted that the expansion in real estate 
loans represented not only new construction in 
the state where the individual bank is located 
but also FHA mortgages purchased by the banks. 

Holdings of U. S. securities, while 1.6 per cent 
greater than a year ago, have declined one per 
cent from the August 1947 peak of $1,817,887,000. 
There has been a tendency during the past few 
months to shift investments from U. S. securities 
to real estate loans and other securities. Quite 
pronounced was the net decrease of 32 per cent 
in holdings of Government securities by the three 
reporting Vermont banks from a year ago and the 
net increase of 63 per cent in real estate loans over 
the same period. Less marked changes in these 
respective forms of investments occurred in other 
areas of the district. 

Investments in other securities amounted to 
$333,075,000 at the end of October, an increase of 
10 per cent from January 1947 and 12 per cent from a 
year ago. The greatest increase during the year in 
these investments was reported by Connecticut 
and Massachusetts (outside of Boston) banks, 
amounting to 26 and 12 per cent, respectively. 
Additions to portfolio comprised corporate, state, 
and municipal bonds on the legal list, reflecting 
the increased attractiveness of this group of secur- 
ities arising from the increased supply and variety 
of private investment outlets for institutional in- 
vestors which has developed as the postwar period 
has lengthened. In the aggregate, there does not 
as yet appear to have been any widespread shifting 
of securities by First District savings banks as a 
result of the recent changes in the money market 
arising from revision of the rate structures on Goy- 
ernment securities and consequent increase in 
differences in yield between high-grade corporate 
bonds and long-term Government securities. 
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Increased Use of Credit Reflected in Sales 
Of New England Department Stores 


HE value of sales of 124 reporting New England 
department stores and apparel shops during 


October was 2.4 per cent less than during October 


last year and the cumulative aggregate for the first 
10 months of 1947 exceeded that of the corre- 
sponding period in 1946 by 5.7 per cent. Only in 
August and October 1947 did monthly sales fall 
behind the corresponding months in 1946. Pre- 
liminary reports for the first half of November 
indicated that the value of sales was running about 
10 per cent higher than a year ago. 

At the end of September 1947 the value of total 
inventories of New England reporting stores was 
2.4 per cent smaller than at the end of September 
a year ago but substantial increases had occurred 
in many individual departments, some of the 
larger of which are shown in the following table 
ranged according to percentage gain: 


INVENTORIES 
DEPARTMENT Per Cent Increase 
over September 1946 

Major appliances : 276 
Men's clothing ma 116 
Radios... , ~~ 88 
Floor coverings...... hae : 36 
China and glassware....... 35 
Piece goods... ree ‘ 99 
Men's and boys’ shoes..... 96 
Knit underwear...... ‘ 93 
Women’s and children’s shoes...... 21 
Corsets and brassieres. 21 
Furniture . : ; 18 


Inventories on hand are only part of the supply 
factor, to which should be added merchandise 
orders outstanding. At the end of September 
1947 the merchandise orders outstanding of New 
England reporting stores aggregated a value which 
was 28 per cent lower than at the end of September 
1946 but which exceeded that at the end of Sep- 
tember 1941 by 100 per cent. The ratios of com- 
bined inventories and orders outstanding at the end 
of September to total sales during that month were 
3.89 for 1947, 4.96 for 1946, and 4.04 for 1941. 

More than one-third of the reporting New 
England stores submit a detailed breakdown of 
sales into cash, regular charge, and instalment 
types. From these reports aggregate data become 
available showing not only percentage changes 
but also the proportions of cash, regular charge, 
and instalment sales to total sales. During the 
first nine months of the current year total sales of 
this group of stores increased 5.7 per cent over the 
aggregate for the corresponding period in 1946. 
Although cash sales were 2.8 per cent Jower, credit 
sales increased 17.4 per cent, with a rise of 10.8 
per cent in regular charge sales and a gain in in- 
stalment sales of more than 81 per cent. 

During this nine-month period cash sales 
amounted to 53.2 per cent and credit sales 46.8 
per cent of total sales, compared with 57.8 and 


42.2 per cent, respectively, 
sponding period in 1946. During the first nine 
months of the prewar year 1941 cash sales ac- 
counted for 47.1 per cent of the total, and credit 
sales 52.9 per cent, of which 44.4 per cent was in 
regular charge sales and the remainder, 8.5 per 
cent, in instalment sales. 

The number of sales transactions reported by 
New England stores during the first three quarters 
of 1947 was 3.9 per cent less than the number re- 
ported by these same concerns for the correspond- 
ing period a year ago, with declines registered in 
six months and gains in March, May, and Sep- 
tember. 

During each month of 1947 the accounts re- 
ceivable of New England reporting stores increased 
over the corresponding month a year ago, and at 
the end of September regular charge accounts were 
9.0 per cent higher than at the end of September 
1946, while instalment accounts receivable were 
149 per cent higher. Total accounts receivable 
had gained 29 per cent. No data are yet available 
to indicate how much expansion has taken place 
in the use of consumer credit in department stores 
since Regulation W expired on November 1, 1947. 

There were some notable changes not only in 
sales but also in proportions to total sales among 
the major merchandise classifications during the 
first nine months of 1947, compared with the corre- 
sponding period a year ago. Sales of women’s, 
misses’, and juniors’ ready-to-wear and accessories 
declined 3.3 per cent. In the 1946 period these 
two major groups accounted for more than 42 
per cent of total sales but dropped to 38.5 per cent 
in the 1947 period. In the home furnishings group 
sales increased 11.5 per cent and proportion of 
total sales rose from 18.7 to 19.6. The most strik- 
ing change took place in basement sales, which 
increased nearly 26 per cent, and the proportion 
to total sales advanced from 14.1 to 16.8. The 
complete data for 11 major groups are shown in 
the following table: 


during the corre- 


‘SALES 


MAJOR CLASSIFICATION “First Nine Months of Each Year 


Per Cent Proportion ” 
Change Total Sale: 
1946-1947 1946 1947 
Women's, misses’, and juniors’ 
ready-to-wear... 5 —- 65 20.88 18.41 
Women’s, misses’, and juniors’ 
SERESIONIES = «<6 orn ces — 0.2 21.35 20.08 
Men's and boys’ on and 
furnishings. . ‘ + 8.4 8.26 8.44 
Infants’ ; children’ s, girls’, and 
‘teen-age’ wear...... + 5.4 4.17 4.14 
Home furnishings. .... +11.5 18.66 19.62 
Radios...... ahs P +34.5 0.57 0.73 
Piece goods....... + 3.1 1.98 1.92 
Smallwares....... + 4.7 1.60 1.58 
Toys and sporting goods - — 1.7 0.82 0.76 
Miscellaneous . mh + 5.6 TSt 7.54 
Basement..... +25.9 14.14 16.78 
Tala SaleSes 650 sch cass asin + 6.1 100.00 100.00 























Business Activity Spurred by Improved Sentiment 


EW ENGLAND shared with the nation in a 
- further advance of general business activity 
during September. The seasonally adjusted index 
of national industrial production recovered further 
from. the low point reached in July. Unemploy- 
ment declined considerably as manufacturers’ orders 
increased and as retail trade improved. 

While the upturn was in part due to seasonal 
factors, it was apparently generated in part also by 
a change in business sentiment; caution based upon 
an expectation of recession gave way in many 
quarters to confidence that high business levels 
would continue. Business accordingly increased its 
rate of inventory accumulation and total business 
inventories surpassed $40 billion at the end of 
September, an increase of $7.7 billion from a year 
before. Construction programs, with no clear evi- 
dence of an impending decline in costs, showed 
better than seasonal performance. Increased plans 
for new plant and equipment investment indicated 
total national expenditures of over $15 billion in 
1947, compared with $12 billion in 1946. 

New commodity shortages appeared under the 
impetus of increased demand, and requests for wage 
increases became more numerous. Estimated per- 
sonal income in the country in September, supple- 
mented by the cashing of a considerable volume of 
veterans’ terminal leave bonds, reached an all-time 
peak of $210 billion on an annual basis. 

In New England the three key nondurable indus- 
tries — textiles, leather and shoes, and apparel 
generally increased the numbers of their employees 
during September. Activity in those industries has 
improved noticeably in recent months, although 
shoe manufacturers have found retail resistance to 
the average increase of 21 per cent in wholesale 
shoe prices from September 1946 to September 1947 
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Factory employment in New England has improved since 
July, although the September total was estimated to be 
slightly below that of a year earlier. Total payrolls have 
risen and average weekly earnings in the three southern 
New England states were the highest on record. 


despite an increase of 43 per cent in the cost of 
leather over the same period. Employment has 
increased in the production of heavy electrical 
equipment. Strong seasonal activity benefited the 
jewelry, plastics, candy, and printing industries. 
Strength in the silverware business was expected to 
continue for many months. Some metal products 
manufacture seemed weak but relief was anticipated 
in the expected withdrawal of WAA surplus ma- 
chine tools from the market. 

Consumers were stimulated to greater retail pur- 
chases, supplementing available cash resources 
with consumer credit. Total consumer credit out- 
standing has expanded from month to month and 
the expiration of Regulation W controls on Nov- 
ember 1 presages an increased rate of expansion. 
New England department stores, after a poor 
August performance, increased September sales to a 
volume 7.2 per cent greater than a year ago, an 
increasing percentage of which was credit sales. 

Increased demand has uncovered further short- 
ages and developed further price inflation. New 
England industries have been plagued by shortages 
of steel, pulp, and fine grade domestic wool. Lack 
of sufficient freight cars has prevented prompt dis- 
tribution of raw materials and finished products. 
Expanded industrial operations in some sections of 
the area have been threatened by shortages of 
petroleum products and of electric power. Finally, 
shortages in the regional labor supply have devel- 
oped, which in some industries have been acute 
enough to retard production and to raise average 
weekly earnings to new peaks. 

The over-all effect of these recent developments 
may be to impose a temporary limit to further ex- 
pansion in the regional economy until some of these 
shortages have been overcome. 
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Wholesale commodity prices continued to rise during Sep- 


tember and early October. Prices of some foods and farm 


products rose sharply in early September but subsequently 
fell. The general index in September was 2.5 per cent above 
August and 27 per cent above September 1946. 

















DEPARTMENT STORE BUSINESS 
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Credit sales of New England department stores during the 


first three quarters of 1947 increased 17 per cent over the 
corresponding period a year ago but cash sales declined 
nearly three per cent and the proportion of credit sales to 
total sales increased from 42 per cent to nearly 47 per cent, 
with instalment sales rising from 3.9 to 6.7 per cent. 
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During the first nine months of 1947 the value of sales of 
New England department stores and apparel shops increased 
in eight and decreased in three of the major merchandise 
groups, compared with the corresponding period in 1946 
The largest percentage gains occurred in radios (35 per 
cent) and in basement (26 per cent 
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The consumption of raw cotton at New England mills 
turned upward in September, but was 4.0 per cent less than 
in September 1946. Average raw cotton prices declined for 
the second consecutive month. Prices of finished cotton 
goods continued to rise, however. 
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Prices of fine wools continued firm at Boston, reflecting 
strong world demand and limited supplies of these wools 
Fine Australian wools averaged 35 per cent above the June 
1947 level. About 80 per cent of United States fine wool 
imports are currently from the British Dominions. 
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Employment in New England's paper industry has remained 
quite stable, but recent shortages of pulp have prevented 
the full utilization of available personnel and productive 
capacity. Prices of pulp and paper have risen from prewar 
levels at a slower rate than general prices 
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Activity and employment in the metal products industries 
have somewhat improved since early summer, although 
lack of steel and slow orders remain as retarding factors in 
some fields. Average wholesale prices of metals and metal 
products advanced slightly from August to September. 
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FEDERAL RESERVE NOTES IN CIRCULATION 
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Total Federal Reserve note circulation in the United States 
declined by $41 million from a year ago and in the First 
District by $29 million. Although a seasonal expansion will 
occur between now and the year-end, the volume of circula- 
tion appears to have leveled off 
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Real estate loans increased 8.2% since July 1946 and 5.6% 
between January and October 1947, reflecting active con- 
struction of all classes of building. Holdings of U. § 
securities declined slightly from the August peak. Other 
investments increased steadily, rising 4.1% since July 1947 
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(End of Month) 
Reports of notes in circulation continue to reflect the post- 
war preference for large denominations. The last two 
vears show a marked decline in circulation of $5 and $10 
notes; $50 and $100 notes continue to increase, in part the 
result of rising prices and expanding business volume. 
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Participating in the third quarter rise in Federal Reserve 
credit this bank shared in the System's purchases of public 
debt Holdings of obligations of less than three months’ 
maturity decreased, while maturities between three months 
and one year increased markedly 








